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July 2, 1980

Mr. Alan K. Campbell

Director

Office of Personnel Management
1800 E Street

yashington, D.C. 20415

Dear Scotty:

As you probably have learned, the whole Senior Executive Service
concept almost went ''down the tubes" last night in the House-Senate
Conference on the FY'SQ Supplemental. It was the very last matter
resolved in the early, early morming hours. ’

The House conferees were furious at the way NASA had prostituted
the SES concept. We finally asreed oi 2725% maxinun witheut. a can
S , SHEG.C3D

If several of the agencies come in at 25% or 24.95 or 24.8% or
anything like that indicating a distegard for the SES concept as -
previously demonstrated by NASA, then I predict that you can "kiss
SES goodby." : " : ' B .

~ For God's sake, see to it that good judgment is used in this . .
matter. : ' L - ’

]

| Yours very truly,

~+ . THOMAS F. EAGLETON = o
United States Senator -~ o

?

', 4 .
o S
WARREN G. MAQI\US'ON : ool
LCited States Senator o

J - “e
A . » ., r@ggﬂ

JIM SASSER A
United States Senator

/
. v 4
CC: 'Dr. Robert A. Frosch (’/
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Actionﬂ “1 | Fite Note and Return
Approval For Clearance Per Conversation
As Requested For Correction Prepare Reply
Circulate For Your Information See Me
Comment Investigate Signature
|Coordination Justify
REMARKS

Per AD/PPPM request (5 Aug.), attached
is the Senator Eagleton letter and other
related material AD/PPPM may wish to forward
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FROM:
S;)Hy H O Greenher e]

Associate-Ouector
Executive Porsonnpt goed
) o A Aanagement Devere
j Oftice o! Perasnnp Kanagement Freemment
, Washinglon. D C. 20415
| .
N July 28, 1980
' At > - your i
ttached for your information is a
copy of a letter that has been mailed
t a ] H - T N
0 all Senior Exccutive Service members

r—-< . . re r i ' ay | 3
. garding the payment of performance

P 4
. | ,  bonuses from Director Campbell.’
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In Reply Refer To: -
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United States of America

Office of

Personnel Management  washingion, D.C. 20415

s .

~ . ": "‘J'ﬂ‘ly ‘,25‘_7"'198‘0" R - S

Dear Senior Executive:

Sé\'igeral:_w'eek.s" ago, I advised you that Congress rejected a detér'm_iried effort™
which would have eliminated meaningful performance bonuses for members of -
the Senior Executive Service in fiscal'year 1980." As you will récall, opponents of -

the bonuses sought ‘to restrict pay-plus-bonuses to a maxirauth of $52,750. - After :

much debate in Congress, and with ‘strong’ personal ‘support from President-
Carter, Vice Président Mondale, ‘Cabinet’ members,  and many others; a' fair"
compromise was won. The compromise removed the $52,750 pay-plus-bonus cap,*
but reduced the maximum number of SES members that could receive bonuses
from 50 percent to 25 percent. I now am pleased to report that the House, in
action on the 1981 Legislative Budget, has reaffirmed the compromise; and-the
Senate is'expected to'do the same. "~ < 0 T T o Tt e

Because of your understanding of the leégislative process and the pressures under -
which it operates, you no doubt fully appreciate the hazards encountered by the
bonus concept in recent weeks. The easy decision for Congress to make -would-
haye been to’eliminate the bonuses’ altogether.' Every vote that is taken ‘these.
days is carefully scrutinized within the context ‘of election year rhetoric (which -
frequently attacks the Federal bureaucracy); 6f public ‘opinion polls which show
only a 14 percent confidence rate in the Government; and of the need for fiscal
constraint and inflation fighting measures. In view of these facts, the vote to¢
allow awards of up to $20,000 for public service executives already in
the top 2.6 percent in terms of average annual family income in the u.sS., at a

- time when the average American family income is just $15,000, can be

interpreted in only.one way -- Congress.is continuing to support civil service
reform. ' ' S

I'am aware that there are some of you who feel strongly that this compromise is
inconsistent with the commitment Congress had made in the original legislation.
However, the fact that bonuses were retained is a clear signal that Congress
recognizes and appreciates the services of efficient, productive senior officials
and wants to support, despite pressures'‘to do otherwise, the Senior Executive
Service.

It is important to understand that the legislation did not require, or even
encourage, Departments and agencies to give bonuses to a full 50 percent of SES
positions. Rather, the legislation said that Departments and agencies could give
bonuses, if earned, to up to 50 percent of their SES membership. The 50 percent
figure was a ceiling, not a goal. In fact, in planning for this year, we estimated
that Government-wide, no more than 35 percent of SESers would receive
bonuses. Bonuses never were intended to be used as substitute pay raises. I

e -

recognize and sharé your frustrations over pay caps and pay compression, but
bonuses cannot and will not be the way we will solve those problems.

iTher€zis™a substantial difference between technical conformance with the law;
and“the exercise of judgment 'in the administration of the lawi The recognition’
of this difference by executive decisionmakers, and whether we comply with
both the letter and spirit of the law, will determine whether the central

A-RDP95-00535R000300040007-3
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philosophy of the Civil Service Reform Act of decentralization of personnel
authority to Departments and agencies will, in fact, work. That test has not, by
any means, yet been met. The bonus system has been saved and it is now our
task to demonstrate we can responsibly administer it. I believe, when this is
demonstrated, Congress will allow the system to operate as envisioned in the
Civil Service Reform Act. '

Because of congresssional concerns and my strong desire to preserve the SES
bonus system I have issued new guidelines governing bonuses. 1 did this only
after it became apparent that such guidance is essential if the bonus concept is i
to be retained. I have enclosed a news release which describes these guidelines,

along with a Washington Post article describing the background which led me to

issue them. The letter mentioned in the article from Senators Eagleton, Sasser

and Magnuson, who I might add, are friends and supporters of the SES, is
illustrative of the depth of Congressional concerns.

Finally, cn a personal note, may 1 express my appreciation to all of you who have
" either spoken or written to me about your commitment to the entire civil service
reform effort and particularly, your appreciation of the President's efforts to
retain the bonus system. These expressions are particularly welcome, since the
environment in which we ail operate is much too frequently characterized by
carping criticism rather than by supportive and constructive comment. The work
you do is of fundamental importance to this country. 1 believe that the
commitment, dedication, and quality of performance which characterizes the
members.of the: Senior Executive Service is one of the country's greatest assets.

Warm regards.

(lan K. Campbell
Director

' Enciosures
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‘(’Q “United: States e
\‘ Office of .

Personnel-
Managemenf N
1900 E St NW ..
* Washington..D.C. 20415
. *News Unit. Room 5F10-
(202) 6 }2 5491 :

FOR IMMEDIATE RELEASE ' . FOR INFORMATION
Tuesday, July 22, 1980 A _ ~ John Scholzen

OPM ISSUES TOUGHER SES BONUS GUIDELINES

(Washington, D.C.) The Office of Personnel Management (OPM) today

|
| !
issued guidance to Federal agencies putting greater restrictions on the
number of Senior Executive Service members eligible to receive performance

bonuses and the size of the bonuses to which they are entitled.

There are two major provisions of the guidance, which is contained
in a memorandum to heads of Departments and agencies.

1. It establishes 20 percent of eligible career employees as the
number of people to which agencies generally should 1imit bonus payments.

|
|
|
2. It restricts payment of the 20 percent of salary maximum bonuses

to no more than five percent of those rece1v1ng bonuses, and limits bonuses
in excess of 12 percent of sa]ary to a maximum of one quarter of all bonus .o
recipients.
|
|
|

In except1ona1 cases, agency heads may appea? to the Director of OPM
for a waiver of the new guidelines. .

Alan K. Campbell, OPM Director, said: "In recent weeks, through action on
the 1980 Supp]emenba: Appropriations Act, the Congress reduced from 50 to 25
percent the maximum number of career executives who could receive bonuses.
Congress also came close to putting a cap on pay-plus-bonuses for SES members =
that essentially would have eliminated the possibility of a meaningful bonus _
system. These events clearly demonstrate that although Congress approved
overwhelmingly the Civil Service Reform Act which authorizes bonus incentives
for outstanding achievements by the Government's top managers, there remains
great concern over possible misuse of the bonus awards."

- more -
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“I maintain the belief, which I always have held, that the Departments

. and agencies will demonstrate care and responsibility in awarding SES

bonuses. I am confident that, in complying with these new gu1de11nes as they

make their first performance awards, the Departments and agencies will prove
‘ ~once and for all that the SES bonus system is fair and effective. They thereby
| will confirm the Congress' wisdom in enacting the original SES bonus system as
. an incentive for more efficient Federal management, and encourage a return
| to the full provisions of that system in the future."

" Campbell also encouraged every agency to use people from outside

the agency on its Performance Review Board, the board which recommends the

, number and distribution of awards to the agency head, as a means of insuring
P objective bonus determinations.

The guidance also states that, while career senior executives are
eligible for both bonuses and Meritorious and Distinguished Presidential
Rank Awards, in general, agencies should avoid giving multiple awards to
a single SES member in a year. In addition, it requires agencies to publish
a notice in the Federal Register of their schedu]e for awarding bonuses at
least 14 days prior to payment.

There are- approximately 7,000 members of the SES, which came into being

July 13, 1979. The President cal]ed the new personnel system for top
managers the cornerstone of his civil service reform efforts.

Grps: OPM-125, OPA 3-4, 8-9,12,15,26
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Guidelines Limit
Those Top Bonuses

July 23, 1980

&3 promised.

House members of a Senate-House
conference on a supplemental monay
bill (including funds to finance the
SES bonuses) were sc ticked off at
the size’ and number of NASA bo-
nuses that they wanted to kill the
program altogether, Sens. Thomas
Eagleton (D-Mo.), Warren G. Magnu-
son (D-Wash.) and Jim Sasser (D-
Tenn.) persuaded their House col-
leagues to keep the bonuses and lim-
it them to no more than 25 percent
of the SES work force. The conferees

a maximum 1980 limit pay-

set
The bonus system for 7,000 career honyses for SES members at $69,630.

government executives has been res-
cued from premature burial by Con-
gress—but ‘at a price,

Instead of the program that prom:
ised half of Uncle Sam’s top-paid ca:
reed people a shot at big industry-

Most SES members get $50,112.50 in
salary. '

With the bonuses for 1980 saved,
Carter aides began lobbying to re-
tain the program for the 1981 fiscal
year. It begins Oct. 1.

style financial rewards, the Office of " Next Step was to make sure that
Pe.rsor'lnel hlanagel.nent has issued the bonuses were noi chopned’ or
guidelines that limit bonuses to no eliminated, for the upcoming fiscal

more than one of every five mem- year, The Senate is agreeable to the

bers of the Senior Executive Service.

Most live and work in the Washing-

ton area.

Idea is to convince suspicious
members of Congress that the bonus
system, created by the presidents
civil service reform act, won’t turn
into a financial buddy-system, with
top bosses handing out big cash bene-
fits to one another.

When Congress created the SES—
the high-risk, high-reward elite corps
of supergrade bureaucrats—it agreed
to a first-time system that would al-
low agencies, and the president, to
reward up to half the SES work-
force with some kind ot annual extra
payment, up to $20,000 or 20 per-
cent of salary in some cases.

Congress has had second thoughts
about the bonus system, and became
enraged when the National Aeronau-
tics and Space Administration—one
of two agencies that first paid bo-
nuses—came ip with a long list of
winners.

The effect, during a political aus-
terity year, was to persuade Congress
to siap a pay freeze on top U.S. offi-
cials, and gut the Donus system to
little more than a couple of weeks’
salary, rather than the big payoifs

program, so the lobbying was center-
2d on the House this week.

Rep. Adam Benjamin (D-Ind) had,

been the primary critic of the bonus

system. OPM director Alan Camp- -

beii visited Benjamin to assure him
that OPM would ‘monitor the pro-
gram. Benjamin agreed to give the
bonus system another chance. With
that, oprosition to the bonuses evap-
orated, The House late Monday eve-
ning okayed the bonuses for the fis-
cal 1981 year. The same pay-bonus
limit of $69,630 applies.

That will be important since Con-
gress plans to freeze the salaries of
all top government executives, mean-
ing they will not get any regular pay
Taise this October at a time that oth-
er white collar workers will get in-
creases.

Campbell’s directive to agencies—
telling them to limit bonuses to 20
percent of their career SES person-
nel—is intended to make sure that
nobody even comes close to the 25
percent limit Congress has imposed.

To back it up, Campbell will be
sending copies of a letter he received
from Sen. Eagleton, who is in line
to take over the Governmentai Af-
fairs Committee next year. Eagle-

Declassified in Part - Sanitized Copy Approved for Release 2013/09/30 : CIA-RDP95-00535R000300040007-3
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-ton’s letter, demanding maximum ap-

plication of horse sense to the bonus
system, warned that the entire SES
reward system almost “went down
the tubes” because of the way
“NASA prostituted the SES concept.”
He finished with this warning: .

“If several agencies come in at 25
percent, or 24.9 percent or anything
like that indicating a disregard for
the SES concept as previously dem-
onstrated by NASA, then I predict
that you can kiss SES goodby.

“For God’s sake,” Eagleton warn-
ed, “see to it that good judgment is
used in this matter.”
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fn Fopi, Reler To " . Your Reterence:

~ July 21, 1950

}=HMORANDUM TO HE Z‘-.DS OF DEPARTMENTS AND AG:NCIE:

!

{ : . .
The Office of) Personnel Management, with the advice of other agencies, has
prepared the Eollow1ﬂ3 quidance in respect to avarding Senior Executive Service
performance awards (bonuses). In part, this guidance reflects ths appropriation
act limitation restricting the proportion of SES members €bo may recaive bonuses
to no more than 25 percent of the number of SES positions in the agency. . In
addition, we are responding to strong Congressional concern that the 25 percent
- be viewed as a ceiling. We are therefore enunciating guidance oa the number and
distribution of awards which we strongly recommend agencies to follow. GAO in
ccoperation with OPM has been directed by the Congress to-do a thorough study of
bonus payments. Any agency which chooses to award bonuses in excess of the
number or distribution recommended below must consult in advance with the Dirxector
of OPiM. - ’ )

1. Number of Awards

Agencies are limited in pavment of bonuses to a maximum of'0: percent of,§ES~
positions. The Congress has made it clear that the 25 percent figure is to be
a limit, not the-norm. Agencies should ganerally . limit bonuses to 20 percent
of the eligible career employees. If the agency head feels a higher proport101

-is essnnt1=1, he or she must consult with the Director of OPM.
2. Distribution of Awards
In deciding the amount of bonus to be paid, agencies with 100 or more career Senigr -
Executives should not exceed the limitations shown below.  These limits cannot be %
rigidly applied in small agencies, but should be considered as general guidelines. .
(2) Bonuses of 20% should be limited to no more than 5% of those -
receiving bonuses. i
(b) Bonuses of 17-20% should, in total, be limited to no more B
than 10% of those receiving benuses. _ v ' : T
{c) Bornuses of 12-20%t should, in total, be limited to no more
' than 25% of those receiving bonuses. '
CON 114.243 -

January 1536 .
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3. General Procedural Recommendatious

(a) One area about which a number of legislators were concerned was the perceptioa
that members of Performance Review Boards would be taking care of themselves and
their friends in the awarding of bonuses. We do not believe that this concern has
substance, but to further add to the objectivity of the review process, an agency
may wish to include on its PRB penel one or more members from another Federal
agency. OPM will maintain a list of experienced career Senior Executives who
could serve on PRB's across agency lines if the agency so requests. This same
procedure might well be useful in._the future in passing on proposed nominations
for Meritorious and Dlstanulshed Presidential Rank within an agency,

(b) Each agency should pnbllsh a notice in the Federal Register of the agency's
schedule for awarding bonuses at least 14 days prlor to the date on which the
awards w;;l be paid. : :

{c) Career Senior E\ecutlves are e‘lvlble for both bonus and rank avards. In
general, ageacies should av01d giving multiple awards to a“single SES member in
a year. :

The SES system provides agency managemenL wlth an unprecedented level of discretion.

It is vital that this dlscretlon be used resp0151bly to establish a sound foundat*on

feor the future.

Director
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